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Disclosure to Promote the Right To Information 

Whereas the Parliament of India has set out to provide a practical regime of right to 
information for citizens to secure access to information under the control of public authorities, 
in order to promote transparency and accountability in the working of every public authority, 
and whereas the attached publication of the Bureau of Indian Standards is of particular interest 
to the public, particularly disadvantaged communities and those engaged in the pursuit of 
education and knowledge, the attached public safety standard is made available to promote the 
timely dissemination of this information in an accurate manner to the public. 
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NATIONAL FOREWORD 

This Indian Standard which is identical with ISO 10014 : 2006 'Quality management — Guidelines for 
realizing financial and economic benefits' issued by the International Organization for Standardization 
(ISO) was adopted by the Bureau of Indian Standards on the recommendation of the Quality 
Management Sectional Committee and approval of the Management and Systems Division CounciL 

This standard first published by ISO as ISO/TR 10014 : 1998 was adopted by Bureau of Indian 
Standards as SP 67 : 2000 'Guidelines for managing the economics of quality'. ISO/TR 10014 : 1998 
has now been technically revised and, therefore, IS/ISO 10014 : 2006 supersedes SP 67 : 2000. 

The intent of this standard is to improve the relationship of ISO 10014 with ISO 9000 series of 
International Standards and to include a new structure relating to the Quality Management principles. 
Also, the title and the scope has been revised to reflect the changes in the ISO 9000 series and to 
give guidance for performance improvement and realization of the aim of this standard. 

The text of ISO Standard has been approved as suitable for publication as an Indian Standard without 
deviations. Certain conventions are, however, not identical to those used in Indian Standards, 
Attention is particularly drawn to the following: 

Wherever the words 'International Standard' appear referring to this standard, they should be 
read as Indian Standard'. 

In the adopted standard, normative reference appears to ISO 9000 : 2005 'Quality management 
systems — Fundamentals and vocabulary', for which Indian Standard IS/ISO 9000 : 2005 exists 
which is identical to ISO 9000 : 2005. 

In this adopted standard, informative references appear to certain International Standards for which 
Indian Standards also exist. The corresponding Indian Standards, which are to be substituted in their 
respective places, are listed t>elow along with their degree of equivalence for the editions indicated: 



International Standard 

ISO 9001 : 2000 Quality management 
systems — Requirements 

ISO 9004 : 2000 Quality management 
systems — Guidelines for performance 
improvements 

ISO 10CK)2 : 2004 Quality management 

— Customer satisfaction — Guidelines 
for complaints handling in organizations 

ISO 10007 : 2003 Quality management 
systems — Guidelines for configuration 
management 

ISO 10015 : 1999 Quality management 

— Guidelines for training 

ISO/TR 10017 : 2003 Guidance on 
statistical techniques for ISO 9001 : 2000 



Corresponding Indian Standard 

IS/ISO 9001 : 2000 Quality management 
systems — Requirements {second 
revision) 

IS/ISO 9004 : 2000 Quality management 
systems — Guidelines for performance 
improvements (fifth revision) 

IS/ISO 10002 2004 Quality 

management — Customer satisfaction 
— Guidelines for complaints handling in 
organizations 

IS/ISO 10007 : 2003 Quality 
management systems — Guidelines for 
configuration management {first revision) 

IS/ISO 10015 1999 Quality 

management — Guidelines for training 

SP 68 : 2005 Guidance on statistical 
techniques for ISO 9001 : 2000 {first 
revision) 



Degree of 
Equivalence 

Identical 
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Introduction 

This International Standard is addressed to top management It provides guidelines for reaitzing financtai and 
economic benefits through the effective application of eight qualrty management principles denved from 
ISO 9000:2005 These principles are subsequently referred to as 'management pnnctpies" withm the body of 
this standard. The intent of this document is to provide top management with information to facilrtate effective 
application of management principles and selection of methods and toots that enable the sustainable success 
of an organization A self-assessment is included as a gap analysis and prioritization tool (see Annex A) 

This Intemational Standard builds upon these interrelated management prmctptes to develop processes that 
facilitate the realization of the organization's objectives 

The management principles are 

a) customer focus, 

b) leadership, 

c) involvement of people, 

d) process approach, 

e) system approach to management, 

f) continual improvenr>ent, 

g) factual approach to decision making, and 

h) mutually beneficial supplier relationships 

Adoption of these management principtes is a strategic top management decision It affirms the reiattonshtp 
between effective management and realization of financial and economic benefits Deployment of appropriate 
methods and tools fosters the development of a consistent systematic approach for addressing ftnanctai and 
economic objectives 

Economic benefit is generally attained through effective management of resources and implementation of 
applicable processes for improving the overall worth and health of the organization Financial benefit is the 
result of organizational improvement expressed in nrionetary form, and realized by cost-effective management 
practices within the organization 

Successful integration of the management principtes relies on the application of the process approach and the 
Plan-Do-Check-Act (PDCA) methodology This approach enables top management to assess requirements 
plan activities, allocate appropriate resources, imptement continual improven^nt actions and measure results 
in order to determine effectiveness It allows top management to make informed decisions, s^t^ether they 
relate to the definition of commercial strategies, the development of a new product or the execution of fmanctal 
agreements 

Financial and economic benefits that can resuft from the appticatton of the management pnnciples include 

— improved profitability, 

— improved revenues, 

— improved budgetary perfomnance. 
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— reduced costs. 

— improved cash flow. 

improved return on investment, 

— increased competitiveness, 

— improved customer retention and toyatty, 

— improved effectiveness of decision making, 

— optimized use of available resources, 

— heightened employee accountability, 

— improved intellectual capital, 

— optimized, effective and efficient processes, 

— improved supply chain performance. 

— reduced time to market, and 

— enhanced organizational perfomnance. credibility and sustainability. 

This International Standard is applicable equally to organizations with products that Include services, software, 
hardware and processed materials, ft is relevant in both the public and private sector and can provide useful 
guidance regardless of the number of employees, diversity of product offerings, revenues, complexity of 
processes or number of locations. It also provides support to public and governmental organizations to 
facilitate sustainable economic grov\/th and prosperity. 
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Indian Standard 

QUALITY MANAGEMENT — GUIDELINES FOR 
REALIZING FINANCIAL AND ECONOMIC BENEFITS 



1 Scope 

This International Standard provides guidelines for realizing financial and economic benefrts from the 
application of the ISO 9000 quality managennent principles 

NOTE These are herein referred to as ^management pnnctples" 

This International Standard is directed to top management of an organization and complements ISO 9004 for 
performance improvements It provides examples of achievable benefits and identifies management methods 
and tools that are available to assist with the achievement of those benefits 

This International Standard consists of guidelines and recommendations, and ts not intended for certification, 
regulatory or contractual use 

2 Normative references 

The foilovi^ing referenced documents are indispensable for the application of this document For dated 
references, only the edrtion crted applies For undated references, the latest edition of the referenced 
document (including any amendments) applies 

ISO 9000:2005, Quality management systems — Fundamentals and vocabulary 

3 Terms and definitions 

For the purposes of this document, the terms and definitions given in ISO 9000 apply 

NOTE 1 In ISO 9000 2005. the term product (3 4 2) is defined as the "resuK of a process", wt>ere proctss (3 4 1) ts 

defined as "set of interrelated or interacting activities which transforms inputs into outputs' The temi product 
encompasses four generic product categortes services, software, hardware, arxj processed materials These terms are 
further described m ISO 9000 

NOTE 2 Documents refererKed outside the ISO 9000 famtiy of standards might have terms and definitions that differ 
from those of ISO 9000 



4 Structure of this standard 

4.1 This International Standard is designed to assist top management identify and realize benefrts by the 
application of the management pnnctples To achieve financial and economic benefits, relevant processes 
have been identified for each principle, and examples of methods and tools have been provided to assist in 
the application of the principles 

The added value from the expected benefits should reflect the interrelationships l>€tween pnnciples, 
processes and a holistic view of the organization and its interested parties 
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4,2 Clause 5 combmes the process approach, the eight management pnncipfes and the Plan-Do-Check-Act 
(POCA) methodology This is reflected in the flowcharts found in 5,1 to 5.8, inclusive. The key selection tool to 
determine the most appropnate subclause for priority improvement action is self-assessment (see 4.3 and 
Annex A) 

Examples of applicable methods and toots are presented within the Plan, Do and Check columns in each 
flowchart The list of methods and tools shown in the Plan, Do and Check columns is not exhaustive, and 
users should select those most appropriate to their organization Some methods and tools are utilized in more 
than one subclause indicating the inten-elationship between principles. 

The subclause on "Continual improvement' (5.6) illustrates how the PDCA approach can be effectively applied 
to top managements strategic planning and review process in order to realize and further improve financial 
and economic benefits. Subclause 5.6 is embedded within the Act column of alt other subclauses in Clause 5. 

The output from implementing the overall process is financial and economic benefits. The achievable benefits 
are examples and are not intended to be all inclusive. A generic representation of the overall process model 
for realizing financial and economic benefits is shown in Figure 1. 
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Results of self- 
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comprehensivo) 
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Setf-^ssessmont steps to achieve the input: 

Familiarization with maturity levels (Table A,1) 

Completion of self-assessment questionnaire (Tables A.2 and A.3)| 

Preparation of RADAR ch^ (Figure A.1) 

Prioritization of improvement opportunities 



Continual Improvement Cycle 
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Realization of financial 
and economic benefits 
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Figure 1 — Generic representadon of the overall process 
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4.3 Pnor to using the self-assessment questionnaires, the assessment team should famtliarize themselves 
with the maturity level descnptions (Table A 1) The assessment team should first use the inrtiai self- 
assessment questionnaire (Table A 2) to obtain a quick overview of the organization s matunty This process 
should take approximately 1 h The mfonnation gamed improves the selection process for future self- 
assessments and should stimulate comparisons throughout the organization, across functions and between 
working levels If the average maturity is found to be tess than Level 3 for any particular principle, signtficant 
benefit should result when top management continues the assessment of that principle using the 
comprehensive self-assessment questionnaire (Tabte A 3) 

4.4 When setected. the comprehensive self-assessment should be recognized as an important value-added 
milestone for the organization, worthy of the extra tnvestn^nt in time needed to comptete it Following the 
completion of a self-assessment questionnaire, a RADAR chart (Figure A 1 ) should be prepared that provides 
a pictorial view of the organization's matunty status Continuing generation of RADAR charts provides an 
ongoing illustration of the organization's progress. 

Value-added self-assessment relies for its integrity on objectivity, operiness and the effectrve invoJvement of 
people during the evaluation of maturity levels If there is a concem with respect to openness, consideratton 
should be given to having a broad selection of empk>yees complete the questionnaire anonymously 

4^ Some common nrwthods and tools are briefly presented in Annex B Those listed are not intended to be 
all inclusive. It is recommended that top management further investigate the available nr^thods and tools and 
implement those that reflect the specific needs of the organization 
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5 Application of the management principles 

5.1 Customer foe us 

"Organizations depend on their customers and therefore should understand current and future customer 
needs, should meet customer requirements and strive to exceed customer expectations " (ISO 9000; 2005) 
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• improved customer retenfion and k}yalty 
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• reduced time to marlcet 

• enhoiced organizational performance. creda>ility 
and sustainability 



F^ure 2 — Customer focus 
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5.2 Leadership 

'Leaders establish unity of purpose and direction of the organization They should create and maintain the 

internal environment m ^Mucn people can become fully involved m achieving the organization s objectives "' 

(ISO 9000 2005) 
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Achievable benefits 

• improved tHKlgetary perfomTance 

• increased competitiveness 

• improved customer retention ar>d loyalty 

• improved effectiver>ess of decision making 

• optimized use of available resources 

• heighter>ed emptoyee accountability 

• tfT^oved intellectual capital 

• optimized, effective and efficient processes 

• impfToved supply chain performance 

• enhanced orgarazation^ performance, credibility 
and sustainability 



Figure 3 — Leadership 
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5.3 Involvement of people 

'People at aJi levels are the essence of an organization and their full involvement enables their abilities to be 

used for the organization's benefit. " (ISO 9000.2005) 
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•reduced cost 

• improved customer retention and toyatty 

• heightened employee accountability 

• improved intellectual capital 

• optimized, effective and efficient processes 

• inproved supply chain performance 

• enhanced organizational performance, credibility 
and sustainat>{iity 



Figure 4 — Involvement of people 
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5.4 Process approach 

'A destred result is achieved more effiaently when activittes and related resources are managed as a 
process ' (ISO 9000 2005) 
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Figure 5 — Process approach 
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5.5 System approach to management 

"Identifying, understanding and managing interrelated processes as a system con tn bates to the organization s 
effectiveness and efficiency m achieving its objectives " (ISO 9000:2005) 
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Achievable benefits 

• optimized use of available resources 

• optimized, effective and effident processes 

• reduced time to market 

• enhanced organizational performance, 
cre<fibiHty and sustainability 




Figure 6 — System approach to management 
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5.6 Continual improvement 

^Continual improvement of the organization s overall performance should be a permanent objective of the 
organization "{ISO 9000 2005) 
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•reduced cost 
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• improved return on investment 




Figure 7 — Continual improvement 
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5.7 Factual approach to decision making 

'Effective decisions are based on the analysis of data and information/' {\SO 9000:2005) 




Data collection 
planning 



• Balanced scorecard 

• Design of experiment 
(DOE) 

• Enterprise resource 
planning 

• Material requirements 
planning (MRP) 

• Return on investment 
(ROI) 

• Strengths, 
weaknesses, 
opportunities, threats 
(SWOT) 

• Trend analysis 

• Value management 



Authorization 

and 
empowerment 



' Competence matrix 
' Failure modes and 

effects analysis 

(FMEA) 
' Risk analysis 



Data 

monitoring and 

measurement 



• Capability studies 

• Control of 
nonconformities 

• Dashboard 

• Design of 
experiment (DOE) 

• Etectrontc data 
interchange (EDI) 

•Lean 
nrianufacturing 

• Perfomnance 
appraisal 

• Statistical process 
control (SPC) 



Record 
retenbon 



'Audits 
'Knowledge 

nrianagement 
' Management 

review 



Data analysis 
and evaluatkxi 



•Audits 

* BenchmarkJr>g 

* Customer 
satisfactkxi survey 
and feedback 

' Empk>yee 

satisfaction/ 

perception survey 
' Market survey 

analysts 
> Pareto analysts 

* Supplier 
perfofmanoe 
evakiation 



Improvement 



In accordance 
with 5.6 




OUTWIT 



Achtevabto b«nefits 



V 



• inrtproved cash ftow 

• improved return on investment 

• imfwved effectiveness of dedsk>n maldng 

• optimized use of available resources 

• optknized. effective and effkient processes 

• enhanced org^izatkxial performance, 
credibility and sustainabttity 



Figure 8 — Factual approach to decision making 
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5.8 Mutually beneficial supplier relationships 

'An organization and its suppiiers are interdependent and a mutually benefiaaJ relationship enhances the 
ability of both to create va/i/e '(ISO 9000 2005) 
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• reduced cost 
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• reduced tkne to market 
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Figure 9 — Mutually benefk:ial supplier rel«tk>nshipe 
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Annex A 

(informative) 

Self-assessment of implementation of management principles 



A.1 Maturity level descriptions 

Prtor to use of self-assessment questionnaires, the assessnnent team should familiarize themselves with 
maturity level descriptions (Table A.1). When answering questions in Table A.2 or A.3, select the maturity 
level from Table A. 1 that best reflects the status of the organization. Seek consensus whenever organizational 
maturity is assessed at different levels. Assign a midpoint score when adjacent maturity levels appear equally 

appropriate. 

A.2 Questionnaire for initial self-assessment 

The tnrtial self-assessment questionnaire (Table A.2) provides a first overview of the organization's maturity. 
There are three questions relating to each management principle. Scoring results will facilitate the selection of 
the principle in Clause 5 to begin the improvement process. 

A.3 Questionnaire for comprehensive self-assessment 

The addrtional value of a full comprehensive evaluation (Table A.3) should be realized when appropriate time 
and attention is given to the process Taking time to develop familiarity with the maturity level descriptions, 
consensus discussions, clarification of meanings and other evaluation concerns adds value to the overall 
process Active involvement of top management, for example through management review, demonstrates 
recognrt!on and commitment to the importance of this process 

A.4 RADAR chart 

The example depicted m Figure A 1 suggests that the organization should consider prioritizing actions relating 
to "customer focus' (5 1). and "involvement of people' (5 3) 



CUSTOMER FOCUS 

5^ 



MUTUALLY BENEFICIAL SUPPLIER 
RELATIONSHIPS 



FACTUAL APPROACH TO DECISION 

MAKING 



CONTINUAL IMPROVEMEMT 




LEADERSHIP 



INVOLVEMENT OF PEOPLE 



PROCESS APPROACH 



SYSTEM APPROACH TO MANAGEMENT 
Figure A,1 — Exampte of a self-assessnnent result (average score): RADAR chart 
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Table A.1 — Description of maturity levels 



Maturity level 


Description 


1 


No or not true, % occirrence. the pracboe is noH founa or rx>t yet started, not much happening at all 

No evidence of implementation 

No systematic approach rs evident, no real ob|ecttves 

No measurements, poor or unpredtctak)te results 

Inadequately addressing customer comptaints or needs 

Perhaps some good ideas tut not progressed much beyond the wi&hM thinlong stage 


2 


Marginally true, approximately 25 % occurrence, practice t& only seen tn some areas 

implementation evidence available 

Reactive approach, mair^ to correct problems. 

Limited evidence of corrective action approach. 

Limited information or urxterstanding of »nprovements reqiRred, lew obfectives, some good results 

available 

Customer satisfaction reasonably addressed but smaH progress on satisfection of other tnterested 

parties. 

Some recognition of process approach, mirxir evidence that somettwig useful is realty happentng 

Occasional reviews or assessments resultff^g in some improvements and enhafKements 


3 


Partially true, approximately 50 % occurrerKe. the practice e commonly found, but rxil m the maionty 
of areas. 

Improvement evidence visible 

Process-based approach is evident, rroxe proactive than reactive 

Establishing root causes with some good corrective actions and systematic improvements 
Information available on objectives and performance agamsi those obfectrves. some good 
improvement trerxls. 

Satisfaction of interested parties generally being addressed 

Evidence that subfect is being addressed with moderate success, with some targeted reviews snd 
actions- 
is not addressed to its full extent 


4 


Mostly true, approximately 75 % occurrence, the practice is ^ry typical with only some exceptions 

Interrelated process approach is welt established in the system 

Continual improvement process is wed embedded within organization and key suppl«r% Conststen* 

positive results and sustained improvement trends, dear evidence that subject is weH addressed 

Satisfaction of interested parties mostly addressed 

Proactive where appropriate, corrective action evidence that recunence has stopped, preventive 

actionsAtak assessments dearly evident 

Regufar and routine reviews with dear inprovements and enhancements, some subfects are not bemg 

addressed to their full extent 


5 




organization with virtuaBy no exceptions 

rtnrmnrr' ^-^ — -> fca^^A imm j .li-M J B " llMill §■■> nL^l! *Jfr\fWlK# II rfjl 1 If ifji 1 1 mfrVYTI atlTWI JktVl Mil lU 1 lUMIU ItUlll 


process (from the market end-user and throughout the supply chan) 

Best-tn-dass on aB results n^dly demonstrated, wtth sustaraMe busv«ss assured, al tnterested 

parties satisfied. 

addressed to the ful extent in all areas and in rf aspects 

An exceltert rote model It is diffiaA to vmjalize signrficart snprovemefK, bU regiiar reviews are 

conAjcted 
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Table A.2 — Questionnaire for initial self-assessment 



QMpflnciple 


Maturity 
level 


Average 


1. Customer lbcu»(s«e Bui) | 


a) ^^a the ot^notion idefitifted Ihe appropnate customer groups or marlcets for best finandaJ and economic 
benefit to the orgarazation? 






b) Has the otganation fu»y understood customer and related sif)p»y chain needs and expectations, and 
Klevtiried the necessaiY resources to fuW these re<:|uiremente? 








ZL«*dersi»p(see5.2> 


a] Does top management estab^sh and communicate the direction, policy, ptans and any important 
ii^nmion relevant to the sustainabiity of the organization? 






b) Does top management estabfeh and conwnunicate effective financial and economic objectives, providing 
necessary resources and feedback performance information? 




c) Does top management create and maintan the necessary environment In vwhich people can become fully 
involved in achiew^g the organization's ofaiectives? 




3. Involvement of people (see 5.3) | 


the achwvemenl of nnancia] and ecofwmc b^wns? 






ejywience lor the overal beneft of the organization? 




c) Afe people wMng to wortt cotaboiatiweV VMlh other employees, customers, suppliers and other relevant 
pai«es7 




4. Process apprtMchCaecM) | 


a) Are tn^Mbm. controls, resourem and outpub minaged in an interrelatod manner? 






b) An iipabJaui of key actMtes and/or prDcasses understood through measufement and analysis to 








& System aniraach Id mw)agement(SMS^ | 


enable the iwization of financial and •cooomic beneffts? 






b) Am rasoiace and process ri|iitiftin and constrair«s underwood, takir^ account of process 




e^SfOHWivlanu? 


c) b a systems approach amptoyed to anaUa the hoMc use of specific processes for the benefit of the 
system? 






financtel and economic faeffteOt? 
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Table A.2 — Questionnaira for initial wir-asaeswnent (continued) 



QM pnncJpw 


MUlurlty 


my9fWQ9 


7. Factual approach to decision making (sec S.7) | 


a) Are decisions effective, based on accurate faduat anatysa and t>atsnoMl with ntutM expMwnce vMherv 

appropriate? 






b) Does top managemenft ensure appropriate access to dsfei. information and lt>ol» Ihit enahtit efbcftve 
analysis to be performed? 




c) Does top management ensure decisions are based on acNevinB optvnum value-added benefit, avoidino 
improvements in one area that produce deterioration in another? 




8. Mutually beneficial supplier relationships (see &8) | 


a) Do effective processes exist for evaluation, selection and monioring of suppliers amd supply chain partners 
to ensure overall financial and econonwc benefits? 






b) Does top management ensure development of effective relatiortships with toey suppiera and paitners thaft 
balance short-term gains vMth long-term cortsiderations? 











If 
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Table A.3 — Questionnaire for comprehensive self-assessment 



QM principle 


Maturity 
level 


Cormnents and 
examples 


1 . Customer focus (see 5.1 ) | 


Can the organuation demonstrate that 






a) It has identified the appropriate customer groups or markets for best financial and 
economic benefits'^ 




b) customer needs, expectations and requirements are fuHy understood? 




c) related suppty cham needs, expectations and requirements are fully understood? 




d) rtems a), b) and c) above are managed by establishing clear objectives? 




e) objectives are effectively communicated to all affected employees? 




f) a balanced, fiair approach is adopted for all customers? 




g) customer concerns and complaints are settled fairly and in a timely manner? 




h) customer satsfaction information is solicited, measured and evaluated? 




I) customer satisfaction is communicated within the organization? 




j) a stable supply chain is in place for lasting customer satisfaction? 




k) the orgaruzabon provides necessary resources and fulfils its customers' 
requirements? 




1) the organization recognizes the need for joint development, if required? 




m) changes in market conditions, irKluding competitiveness, are regularly reviewed? 




Maturity average 


1 


2.teadershtp(see5.2) | 


Docs the organizations leadersh^ 






a) cons»def and effectrvely address the organization's strategy, policy and business 
plans to meet the needs of its customers to enable achievement of financial and 
economic benefits'' 




b) consider and effectrvety address the organization's strategy, policy and busir^ess 
plans to meet the needs of empkayees to enable achievement of financial and 
economic benefits? 




c) consider and effectively address the organizatwn's strategy, policy and business 
plans to meet the needs of its suppliers to er\able achievement of financial and 
economic benefits' 




d) cor«ider and effectively address the organization's strategy, policy and business 
pJans to meet the needs of society to enable achievement of financial and 
economic benefits? 




e) clearly communicate vision, mission, direction, policy, plans, performance and 
other important information relevant to the sustainability of the organization's 
futile'? 




f) set chaltengmg. realisfcc and ur>derstandable objectives for all work teams and/or 
individua*»> 




g) create and mainta»> an appropriate environment to enable employees to be fully 




h) create and maintain an appropriate environment to enable emptoyees to be ftjily 
involved in the achievement of customer satisfaction objectives? 





ft 
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QM principle 


Maturity 

1 1 


Corrwnents and 
cx«nples 


i) create and maintain an appropriate environment to enable employees to be fully 
involved in the achievement of other interested parties' satisfaction objectives' 






]) establish shared values, fairness, openness and emical role models in its 
deaJings with suppliers? 




k) establish shared values, fairness, openness arxJ ethical rote models in its 
dealings with customers? 




1) establish shared values, fairness, openness and ethical rote models in its 
dealings with society? 




m) demonstrate commitment, establish taist and eliminate fear in the organization? 




n) provide people with required resources, training and freedom to act with 
responsibility and accountability? 




0) inspire, encourage and recognize peopte's work contnbutions? 




p) establish unity of purpose and direction for the organization through ctear and 
accurate communication between all levels? 




q) promote and support coifaborative work groups invotving employees, customers, 
suppliers and other interested parties? 




r) promote and reward innovation and creativity in the organization? 




s) encourage feedback and act appropriately on suggestions, iriduding the strength 
and depth of feedback? 




Maturity average 


1 


3. Involvement of people (see 5.3) | 


Is it demonstrated that employees: 






a) apply their competerxie to achteve financial and economic benefit for the 
organizatior>? 




b) effectively contribute to the development and achievement of the organization's 
objectives? 




c) recognize the need for innovation and creativity? 




d) understand the importance of their position? 




e) identify constraints to their performance, openly discussing probtems and issues? 




f) accept ownership and responsibility to solve probtems? 




g) seek opportunities to enhance their competence? 




h) freely share knowledge and experience'? 




i) are eager to participate and contnbute in continual improvement? 




j) are willing to work collaborativeiy with other employees, customers, si^pliers 
and other relevant interested parties? 




1 Maturity average 


1 
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QMprtndpte 


Maturity 


Convnehtsand | 
ex^nples | 


4. ProcMS approach (sec 5 A) \ 


Are prooMMSs employed effecbvety by: 






a) definino acbvites necessary to achieve dewed frunciai and economic benefits 
within any process? 




b) fiify recngnizinQ and managing the intofrelated and interdependent activities, 
resources, npUs and outputs of the process? 




c) estabishing dear reaponaibitty and accountab«ty for employees in managing 
key activities? 




d) understanding c^sabiities of key activities or processes through measuremert 




e) identifying key activities and irteffaces witNn the orgarvz^wn? 




f) focusing on the relevart tetors (e.g. employees, machines, methods, materials, 
erwirorvnent) that wiH improve the key activtiesi)F>roGesses? 




g) evafcialing/prkxitizing risks, corwcquences and impacts, of activities/processes 




Maturty average 


1 




Are systems emptoyed eflectivety by: 






Mlhn ttie organization's overal system? 








in the organization's ov^rai system? 


c) denttfytfig. undentandirig and managing the effects on overal resource 
const! arts and capabiities. taking acootrt of process viterdeper^dence? 










e) ttw optimum use of specific proceaaes for the benefit ofthewhote system? 








f) underMarnvig the loies ana responsuMMies necessary to achieve overall 
success wtiile avoidKig interface tsaniers? 






and evakjebon, avoidir>g improvements in orw area that might cause 
deterioration in viother'' 


h) coilBboratxin of al relevant parties for continual improvement and increased 
fwmrcmi and economic benefit? 




Rialurty average 


1 














a) coneisKeni, company-wne pnsoaopny tnat encourages and supports oontHiual 
improvement for financial and eoonormc benefits to the organizatfon? 


b) providvig people with training in methods and tools to enabfing them to achieve 
improvemert of procKicts arvifor proceaaes? 








c} every iwivHiuai or vmotk yr^K^ wi ine orgarvcaiM>n na^Ang relevant and 
ooordrated objectives. reauRing in continual improvement of financt^ and 
eoonomk: benefits? 


d) having effodive meaauremerts in place to tracfc and evafoate continual 




e) lalecti-s) and evaMatvig appropnate mtpitifvement ideas for implementatfon 
surtatite to achieve fkiancai and economic benefits? 








Maturity average 


1 
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QM principle 


Maturity 
level 


Cofnmentsand 
exMfipies 


7. Factual approach to decision maldng (sm 5.7) | 


Are decisions reached by: 




' 


of financial and economic benefits? 




b) ensuring data and information are reliable and accurate? 




c) providing access to data, information and tools that enable Icey analysts to be 
performed effectively (e.g. financial and economic reviews, demand fbrecastir^, 
planning, performarx» measurement and process analysts)? 




d) ensuring data and information are capable of ir>dKating the eflRcK of 
inten^elationships betvween processes to avoid the problem of an improvement in 
one area that causes deterioration in arxrther? 




e) making decisions and taking actk>ns based on factual analysts, balanced wth 
experience and intuition when necessary? 




Maturity averaoe 


1 


8. Mutually beneficial supplier relationships (see 5.8) | 


Are they achieved by: 






a) an effective process for evaluatwn, selection arxi monitoring of suppliers and 
supply chain partners to ensure overall financi^ and economic benefits? 




interdependence between them, the organization and their customers? 




c> establishing relationships that balance short4erm gains with tong4wm 
considerations, perhaps establishing joint devetopment and impiuwement 
activities where necessary? 




d) the organizatwn sharing informatwn and future plans with its s^>pfters and 
supply chain partners, where appropriate, for mutual benefit? 




supplier or supply chain partners? 




f) provkling performance feedback to suppliers and supply chain partners? 




g) receiving regular feedback on ttie organizatkm's own pecfomiance from their 
suppliers and supply chaki partners? 




h) the organization working with suppliers and supply chain partners to mkxx 
costs and provkie additional financial and economc benefits to customers wid 
other interested parties? 




Malurihfm«n0« 


1 
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Annex B 

(informative) 

Brief summaries of methods and tools referenced in Clause 5 



The key objectfve of this annex is to provide brief summaries of commonly used methods and tools for 
reattzmg financial and economic benefits It is not intended to be an exhaustive list or give full definitions. More 
tnformation can be obtained from literature or searched for on web sites 



Methods and tools 


Brief summary 


Activities-Based Costing 
(A8C) 


Cost accounting system that accumulates cost-based data on activities 
performed and then uses cost drivers to allocate these costs to products or 
other bases, such as customers, markets, projects. 


Actfvities-Based Management 

(ABM) 


Management system that uses an accounting system as the managing factor 
to allocate costs to products based on resources used to produce the 

product. 


Advanced Product Quality 
Ptannjng (APQP) 


Method to develop a product quality plan that will support development of a 
product or service with the main objective of customer satisfaction. Phases 
include plan and define programme, product design and development 
verification, process design and development verification, and product and 
process validation 


Assessment 


Activity based on reviewing the perception of perfonmance, to identify 
improvement opportunities and possible areas of strength for potential best 
practice deployment across an organization. 


Audfts 


Systematic, independent and documented process for obtaining audit 
evidence {records, statements of fact and other information that is verifiable) 
and evaluating rt objectively to determine the extent to which audit criteria 
(set of policies, procedures or requirements) are fulfilled. This may include 
system, process or product audits (See ISO 19011.) 


Authority matrix 


Matrix that contains one or more of the following items: a list of activities, 
person to whom it is delegated, the date of delegation, 
comments/restrictions/guidance, obligation authority threshold, and resource 
management responsibility 


Balanced scorecard 


Measurement tool that uses four perspectives (financial, customers, internal 
business processes, and learning and growth) of both past and future 
perfon7>ances tc provide a basis for strategic measurement and 
management Other scorecards exist (e.g. one uses results categories from 
business excellence models as the four perspectives). Cascaded levels are 
used 


Benchmarking 


Method to compare the processes and features of the products and services 
of an organization wrth those of recognized leaders to identify opportunities 
for improvement. 


Bottleneck management 


Method to tdentrfy bottleneck activities within an activity, process or system 
wrth the smartest capacity relative to the demand, thereby controlling the 
speed of the entire systenVorganization See also "Theory of constraints" 


BramstofTTUf>g 


Activity designed to stimulate open, free-ftowing and creative thought within 
a group. Often used as an aid in planning and problem solving 


Bulletin boards 


System (electronic, paper or ottier media) that enables users to send or read 
messages, files, and other data that are of general interest and addressed to 
no particular person. 
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Methods and tools 


Brief summary 


Business continuity planning 


Planning used to counteract interruptions to business activrties and to 
protect critical business processes from the effects of disasters (natural or 
man-made) and to ensure timely resumption of business activtties 


Business excellence models 


For examples refer to Malcolm Baidrige National Quality Award (MBNQA) 


Call centres 


Function where customer service agents (telephone operators) make and 
receive calls in accordance with an organization's objectives 


Capability study 


Study conducted to determine the statistical measure of the natural process 
variability assuming a set of characteristics (Cp, Cpk, Ppc) 


Competence enhancement 
and assessment planning 


Planning used to assess employee knowledge and determine how to assist 
them in expanding their competence. Often linked to regular employee 
appraisals and empowerment of people. 


Competence matrix 


Matrix containing one or more of following items; work task/minimum or 
maximum competence breadth/acceptable competence/defined competence 
grades. 


Contingency planning 


Planning of actions designed for managing unexpected circumstances or 
events. 


Control of nonconformities 


Process managing non-fulfilment of specified requirements/laws/standards/ 
rules. 


Corrective action 


Process to renrrove root causes of an existing nonconformity, defect or other 
undesirable situation in order to prevent it from happening again 


Cost avoidance 


Control activity analysing "poor quality cost" expended to prevent en^ors from 
being made; the actMty is an investment for the future. 


Cost-benefit analysis 


Tool used to analyse and compare the nrwnetary cost of implementing an 
improvement and the monetary value of the benefits achieved by 
improvement 


Critical Path Method (CPM) 


An activity-oriented project management technique that uses arrow- 
diagramming to show the cost and time necessary to complete a project 
Only one time estimate is used: nornial time 


Customer focus groups 


A practice to select groups from a wider population to sample, as by open 
discussran. members' opinions about particular subjects or areas, used 
especially In maricet research 


Customer Relationship 
Management (CRM) 


Process for controlling an organization's knowledge of their custonwrs' 
unique requirements and expectations, and using the infonnation to buiW 
custonner satisfactron. retention and loyalty. 


Customer satisfaction survey 
and feedback analysis 


Review and analysis process to find out true levels of customers satisfacteon 
with product/servk:e received, based on their feedback solicited by the 
organization. 


Dashboard/Traffic lights 


Tool used for cotourful pictorial representatwn of critical pefforntance 
measures TypcaHy, green means: all is weft, no action needed, amber 
means: warning may need actk)n; red means: action needed. Often <jsed m 
combination wth scorecards and to improve meeting effic»ncy. 


Design of Experiments (DOE), 
such as TaguchI 


Statistical method for the study, analysis and comprehension of the 
variability of processes and data to enable improvement and nriore rapid 
developnrients. (See ISO/TR 10017.) 


Economic Value Added (EVA) 


A financial performance measure used to evaluate an organization's true 
profit The primary focus is the wealth of the sharehoWer (Operating Profit 
After Tax) - (Total Caprtel Employed x Cost of Capital) = EVA. 



n 
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Methods and tools 


Brief summary 


Electronic Data interchange 
(EDI) 


Process to exchange standardized document forms between computer 
systems of different companies {or between customers and suppliers) for 
business use. EDI is part of electronic commerce, where customers can 
place orders directly with a supplier and the supplier provides confirmation 
(including ship date and price) through electronic means 


Employee satisfaction/ 
perception surveys 


Method of receiving feedback from an organization's employees on their 
satisfaction 


Enterprise Resource Planning 
(ERP) 


Software program that integrates all departments and functions across an 
organization onto a single computer system that can serve all those different 
departments* particular needs. 


Failure Modes and Effect 
Analysts (FMEA) 


Method for risk prioritization and taking of preventive action aimed at risk 
reduction. 


First article 


Processes connected with production of the first (or first series) of item(s) 
produced during a production run. 


Flow charting and process 
nnapping 


Graphical representation of the major steps in a process, product realization 
or service 


Help desks 


Function for technical support or assistance provided by the organization 


Internet and intranet 
communication 


System for handling electronic information, e-mail, Worid Wide Web. etc. 


Job design 


Design of work to increase employee performance (eg job enlargement to 
increase use of emptoyee skills), increasing the variety of work performed 
and provk5ing the individual with greater autonomy. 


Knowledge management 


Activity of transforming data into information by creating, expanding, storing, 
retrieving and disseminating intellectual capital. 


Lean manufacturing practices 


Tool focusing on reducing cycle time and wastage to improve operations 
Lean thinking is the dynamic, knowledge-driven, and customer-focused 
process through whk:h all people in a defined enterprise continuously 
eliminate wastage with the goal of creating value 


Lffe Cycle Costing (LCC) 


Expense tracking for a span of time from the product's creation to the end of 
its intended use and destructk>n (See lEC 60300-3-3 ) 


Management by objectives 


Method mainly focused on improvement opportunities through measurable 
employee mvolvement to ensure business plans are fulfilled effectively 
ManagenDent estabhsh top-level objectives that are Specific. Measurable, 
Appropnate, ReaHstic and Timely (SMART) These are cascaded and 
developed through and across organizational levels. Objectives pefformance 
reviews take place on a regular basis to ensure progress, completion, 
necessary nnodifications to actions/objectives and raising of new appropriate 
objectives to address change Some organizations link objectives 
perfomrtance to rewards/appraisals 


Management review 


Periodic activity by top management to decide appropriate actk>n through 
the assessnncnt of status, adequacy, efficiency and effectiveness of the 
organizatioo and its management systems (See Bibliography for some ISO 
managemerrt system standards ) 


Market surveys and analysis 


Method of receiving feedback from an organization's customers on their 
satisfaction with the organizatwn's products 


Matenai Requirements 
Planning (MRP) 


Method that assists a company in the detailed planning of its production. 


Mentonng 


Method based on trusting counseltor or teacher, especially prevalent in 
occupational settings 
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Methods and tools 


Brief summary 


Newsletters 


Periodically published work containing news and announcemmits on some 
subject. Newsletters may be circulated via e-mail or on an intranet 


On-the-job Training (OJT) 


Training conducted, usually at the wofkstatk>n or work site Typically, on-the- 
job training is done one-to-one or in a smaH group. 


Open Book Management 
(OBM) 


Management activity that "opens' the organization's financial information to 
its employees. The organization may also provkle instr\jctk>n in interpretmg 
the information. The objective is to enable emptoyees to better urnlerstsnd 
their role and impact on the organ tzatwn. 


Organizational Development 
(OD) 


Strategic activity aimed at increasing organizatwnal effectiveness thrrnj^ 
the development and reinforcennent of organizational strategies. stmrTwres 
and processes. 


Pareto analysis 


Statistical process that produces a bar chart organized from higher to tower 
levels of frequency. The Pareto diagram compares the importance of the 
different factors intervening in a problem and helps to identify action 

priorities. 


Payback Period (PP) analysis 


Review of the amount of tinrw it will take to recover the initial investnrwnt of a 
project 


Perfomiance appraisals 


Tool used to measure employees' progress against performance standards 
Feedback is also provkled at this time. 


Pie chart 


A circular graph (shaped like a pie) that is divkJed by rads to depict the 
proportion of the variables; also called a pie diagram 


Plan-Do-Check-Act (PDCA) 


Refer to Clauses 4 and 5. 


Prevention, appraisal and 
failure costing 


Method that broadly kJentifies costs into the three categories that help focus 
on and review progress on improvement; particularly important for financ*^ 
and economic benefits. 


Preventive action 


Process for taking action to remove the root cause(s) of a pc^r^i^ 
nonconformity, defect or other undesirable situation in order to prevent 
occurrence This is proactive action 


Production Part Approval 
Process (PPAP) 


A parts approval process that is required for suppliers to manufacturers as 
well as tier one suppliers. 


Professional development 


An employee tool. A plan is created with the emptoyee and htsftm 
supervisor or mentor that utilizes the employees needs and objectives, 
matching them with organizational needs. 


Quality Function Deployment 
(QFD) 


Method that seeks to relate the design of products and services to customer 
needs. 


Response and complaint 
handling 


Process of reacting to customer complaints and issues wh«e protechng 
market share. (See ISO 10002 ) 


Responsibility matrix 


Matrix or chart that lays out the major activities and details the 
responsibilities of each party involved With this tool, aH involved can see 
clearly who to contact for each activity. 


Return on Investment (ROI) 
analysis 


Activity to evaluate the investment potential by comparing the 
magnitude/timing of expected gains to the investment costs 
[(gains - costs) / costs] x 100 %. 


Risk analysis 


Tool used to klentify and control risks assooated with a»y *em, activty, 
process or system of an organization. This shouW idea»y be proactive m 
nature although unfortunately serious events can trigger the analysis 
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Methods and tools 


Brief summary 


Sel^ssessnient 


Activity based on reviewing perception of perfonnance; to identify 
tfnprovement opportunities and possible areas of strength for potential best 
praftire deptoyment across an organization. 

For the specific self-assessment tool designed to enable identification and 
prioritization for the realization of financial and economic benefits, refer to 
Annex A. 


Service agreement 


Agreement between the provkler and the customer, outlining what post-sale 
care wyi be given to the customer, at what rate, and for how long. 


Statistical Process Contro* 
(SPC) 


The use of statetical technk^ues and/or statistrcal or stochastic control 
algorihms to achieve one or more of the following objectives: 

— to increase knowledge about a process; 

— to steer a process to behave in the desired way; 

— to reduce variatwn of final-product parameters, or in other ways improve 
perftKmance of a process. 

(See [SOrm 10017 and ISO 11462-1.) 


Strategic planning 


Viskwn. missk>n, purpose and place in the market Often utilizing SWOT 
analysts (Strengths, Weaknesses, Opportunities and Threats). Latest 
iteration of strategic planning is expressed as 'open community", wherein the 
organization continually updates their strategic thinking. 


Strengths. Weaknesses, 
Opportunities and Threats 
analysis (SWOT) 


Process to klentify the strong and weak points of an organization, along with 
external threats and opportunities (often portrayed graphically). 


Succession planning 


Planning, training and noentoring potential successors for replacement of the 
(H-esent job hoWers within an organizatk>n. 


Suggestion programme 


Programme that eUcits individual emptoyee's suggestions on improving work 
or the work environment 


Supplier performance 
evaluations 


Tool used to gauge a provkler's (of products to the organization) 
performance against expectatk>ns 


Suppler ranking list 


Let that places provkJers of goods and services in order of priority, 
immediacy, added value or other criteria. 


Supply base management 


Process of nrwnitoring and evaluating raw materials and related suppliers 
quality and performance by eliminating waste, eradicating quality problems, 
and streamlining the nwnufacturing process. 


Tewn butfding 


Practk» to select and motivate a group of indivkJuals to work together to 
accomplish a purpose and specific performance objectives 


Theory of Constraints (TOC) 


Techniques and tools for identifying and eliminating the txottlenecks in a 
process. It gives guidance on why system constraints happen, as well as 
wha4 to do about them. 


Trend analysis 


Analysis of data to identify a tendency or direction over time. 


Trend graphs 


Pictona! representation of data over time to kJentify a tendency or direction 


Value management 


Systematic application of recognized technk^ues, which identify the functions 
of the product or servrce, establish the worth of these functrons, and provide 
the necessary functions to meet the required perfonnance at the lowest 
overaScost 
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In addition to the above informative references, there are certain other Intemational Standards and 
Guidelines, for which no Indian Standards exist. The technical committee responsible for the 
preparation of this standard has reviewed the provisions of the following Intemational Standards and 
has decided that they are acceptable for use in conjunction with this standard: 
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